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FURST ANNUAL PACGRFSS REPORT OF TYE Twa 


August 1952 - July 1953 


I. Authority for the Intelligence Working Group 

The Director of Central Intelligence approved the proposal of the 
Director for Mutual Security and the Secretary of State for tne estab- 
lishment of an Intelligence Working Group (WG) for direct intelligence 
support of the Economic ‘efense Advisory Committee (FD\C). The proposal 
was incorsed by the Secretary of Defense. IWC Terns of Reference were 
approved by the Inteliigerce Advisory Committee on 25 July 1952 
(TAC-D-53/1) and amended by TAC-D-53/3.1 of 25 February 1953. 


IT. Organization of the Int elligence Working Group 


The WG is composed of renbers from tne intelligence sectors of the 
Devartments of State, Armr, tavy, and Air Force, ard the Central. 
Intelligence Agency. Associate membership is helc by the Office of the 
Adiwinistrator for Mutual Yefense Assistance Control of the Foreign 
Qnerations Administration, the Office of the Secretary of Defense, the 
Foreign Operations Administration, and the Departments of Commerce, 
Treasury, and State (Economic Defense Staff and Office of Munitions 
Control). Any other agency having interest or competence in the field 
of economic defense intelligence may be invited to sit with the Group. 
CIA/RR provides the Chairman and the Executive Secretary. 


During the past year fourteen subgroups were established to provide 
IWG with specialized research and technical advice in specific ficlds of 
economic defense, Five of the subgroups are currently operative, The 
otners have completed their assignments. 


Jit. Purpose of IWG and Relationship to EIC 


The IWG is unique within the U.S. Government in acting as an inter-~ 
agency service facility for the review, coordination, and production of 
timely economic intelligence which is directly applicable to current or 
inpending problems of economic defense policy or operations and is not 
exclusively within the mission or responsibilities of any existing 
agency or interagency groups. Its purpose, as stated in its Terms of 
Reference is "to develop and furnish intelligence to the EDac for policy 
making and operations in the economic defense ficld...and to develop 
closer continuous relationships among the operations, policy-formulation, 


and intelligencc-rescarch elements engaged in thayge gnome defense pr rperain.t affecting | 


national “efence of the United States within | 
i meaning 0: the Froionag> La.s (Title 18, U.S: 
ONLY Sections US and /8¢) [25 June 19481. The tra 
mission or the revciaiion of its contents in any m 

to am unauthorized person is prohibited by lay 
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The role of the IWG differs from that of the Economic Intelligence 
Committee (EIC) which is responsible for "fundamental economic 
research...relating to the national security." The IWG looks to the 
EIC and other research facilities for basic research support, 


IV. Responsibilities and Accomplishments of the IWG 
Se Comp eishments of the IWG 


A list of all cases which have been formally placed before the 
IWG for consideration will be found in Tab A, Most of these cases 
have resulted in the preparation of papers (listed in Tab B) which 
have been furnished to EDAC components. 


The major responsibilities placed upon the IWG under its Terms 
of Referonce, together with an indication of the IWG's progress during 
the past year in meeting them, follow: 


A. Responsibility: Prepare or arrange for the preparation 
of reports which presont the bost avallable economic intelligence on 
problems of concern to the EAC, 


Progress: The IWG has prepared twenty-one papers involv-. 
ing research and analysis in particular fields of economic defense 
(Tab B), Ten were concerned primarily with strategic commodities while 
six were in the field of shipping intelligence. The remainder involved 
export controls generally. The IWG is now being used as the mechanism 


through which intelligence studies of the Soviet bloc supply position and 
Strategic uses in the bloc of specific commodities are prepared, reviewed 


and coordinated, 


B, Responsibility: Provide current intclligence to the EDAC 
in responso to spccific requests or on its own initiative 


Progress: The IWG has boon instrumcntel in providing 
current intelligence to assist action agcncics in mecting their current 
or impending problems of cconomic defonse policy or operations. Of 
ninetecn papers of this nature prepared by IWG, fifteen have been 
Significant itoms of intelligence in the shipping and commodity move-~ 
ment fields contributed by the ONI membor for use by EDAC (see Tab C). 
In addition, several urgent requests by action agcncics have becn 
handled under the acgis of the IWG directly by analysts in the several 
intclligence agencies, time not having pcrmitted the matter to be 
formally placcd on the IWG agenda for review. 
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; The cffort mide by IWG to establish procedures for the 
collation of current intclligence for the purpose of providing action 
agencies with the processed intelligence they require as a basis for 
proventive and/or remedial action is covered in the statemont of progress 
under subsection D and Tab D, following, 


C. Responsibility: Determine the ncccssity, desirability, and 
feasibility of obtaining Further information or intelligence concerning 
the subject mttor of specific roports or to fill specific gaps, and 
recommend action by appropriate agoncics to meet these necds. 


Progrcss 


1. 4n IWG subgroup was ostablishod in response to a 
specific request of the EIC Subcommittee on Requirements and Facilitics 
for Collation. to prepare "a consolidated sct of requirements for 
collection,..on East-West trade". This subgroup was instructcd to 
ascortain existing guidance to collcction agencies, formulate recommenda- 
tions for over-all priority requirements for collection, identify 
critical deficiencies in fulfilling such requirements, and mke 
appropriate corrective recommendations (sce Scction V.). 


2. «an IWG paper, "Report on COCOM Statistical 
Reporting," pointing out inadequacies and deficicncies in the reporting 
system, was forwarded to EDAC to be used by that Committce as the basis 
for the preparation of an instruction to the U.S. Dclogate to COCOM. 


3. Various agcneics have formilated and served 
detailed collection requirements upon appropriato collection agencics 
to obtain furthcr information or intclligenee concerning the subject 
mattor of specific reports or to fill specific gaps. 


D. Responsibility: Arrange for tho mobilization of the 
cconomic data and analyses relevant to appropriate necds of the FDAC. 


Progress: Four principal devclopments (sce Tab D) having 
bearing on the above responsibility, wores 
1. Recommendation for the establishment in CIA of 
a unit to process current cconomie defense intclligence and to collate 
such intclligcnee for use of the opcrating agencics. This rccommenda- 
tion was approved and the unit has beon sct up, 


2. Establishment of uniform procedures for the 
production and approval for release of IWG papcrs. 


a 
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3, Preparation of recommended instructions to the 
field for the lateral distribution of ecurrcnt intclligcnes on suspected 
diversion of controlled commodities to the Sovict bloc was coordinated 
through the IWG. 


i. Transmittal of a mmorandum to appropriate 
officials of SOVMAT and JMIA listing four categorics of information about 
Soviet bloc equipment that is of significance to the TWG and the FOAC 
agencies, and requesting distribution to IWG of all analyscs falling 
within those catcgorics. 


Vv. Major Problems and Objectives 
A. Stotencnt_of U.S. Policy Portincnt to IWG Activities 


Tho new U.S. policy directive in tho ficld of cconomic 
defense will guide EDAC and IWG activities during the coming ycare 
Particularly pertinent are the following objcctives requiring intelli- 
gonce support as outlined in this directive: (1) Improve the avalla- 
bility and utilization of current intelligence in matters relating to 
onforcement of controls which have been agreed by the free worlds; 

(2) Develop ancillary measures, including control over pransit trade 

and transshipment, free port activities, financial controls, and black- 
listing, to improve implementation and onforcement of agreed control 
systems, particularly control over strategic commodities; (3) tighten 
the control list criteria and review the strategic rating of commodities 
on the control lists to provide for the selection of commodities which 
contribute significantly to the Sovict war potential. 


B. Discharge of IWG Responsibilities under New Policy 


1, To provide the intclligence support esscntial to 
the implementation of the new U.S. policy, the IWG must intensify its 
cfforts to make current cconomic defense intelligence available to action 
agencies. A major forward step has been the ercation, at the request of 
TWG, of the current intclligence unit within CIA. This unit cannot 
operate at maximum cffectiveness, however, unless ways are found to assign 
higher prioritics to the collection of information relevant to cconomic 
defonsc, It also may be appropriate for thc IWG to inquire into the 
causcs of dolay in the transmission to Washington of East-West trade 
information and its dissemination to appropriate agenci.cs. Approval and 
implomentation ‘of proposcd instructions for latcral distribution of 
Fast-West trade information in the ficld should facilitate the prevention 
of trade control violations. 
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2. The tightening of the critcria for the sclection 
of commodities which contribute significantly to the Sovict bloc war 
potential will placc an additional work load of commodity roviow and 
analysis upon the IWG. It will requirc inercased vigilance on the part 
of the intelligence agoncics in the detection of changing cconomic 
vulnerabilitics within the bloc, The extent of this work load will be 
dependent wpon the outcome of the programs being developed by the 
action agencics having responsibilities under this now policy directive. 


3. The full potential of the IWG for intelligence 
Support has not yct been utilized by action ageneics or working groups 
of the EDAC structurc. IWG/AM-8, distributed in EDAC as EDAC D-l8, 
establishes a mechanism by which EXC agencics (and working groups 
within the EDAC-ACEP structure) may request direct intelligence support 
from the IWG. These established procedures are assisting the action 
agencics and interagoney work groups in drawing upon the IWG facilitics. 
In furthering this cffort to maximize the contribution of the IWG as 
the focal point of intclligence support for cconomic defcnsc, CIA is 
now putting through the Group for review and coordination most of its 
intclligence, including commodity analyses, which formerly went directly 
to other working groups. It is hoped that the objective of realizing 
the full potential of the IWG will be reached during tho coming ycar. 


STAT 
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Intelligence Working Group 
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PRINCIPAL DEVELOPMENTS IN THE MOBILIZATION OF ECONO!EC 


DAT. RELEVANT TOM J PY OEDS OF EDAC” 


1. Establishment of Procedurc for Processing Current Economic Defense 

Tntelli gence 

In response to a request of the Stcoring Grouo (new Executive 
Gommittee) of FRAC, IWG prepared and forwardcd to CIA a paper 
(WG/CI-2 of 5 February 1953, as amended 3 Merch 1953) which pointed 
up the deficicncies of then-cxisting arrangements "for processing the 
sonsiderable amount of raw intclligcnee and incompletcly-cvnlunated 
intclligenee now being rcecived regarding Sovict bloc procurement 
activitics." This paper recommended that "the CIA designate a unit 
within that Agency to process current Fast-West “trade intclligenes..... 
for the purpose of serving through the IWG the necds of the EDAC 
structure." By memorandum of 16 March 1953, the Assistant Dircctor 
for Rescarch and Reports, Cli, approved the establishment of such a 
unit. It is now functioning on a limited basis and is expected to be 
in full operation by mid-Septcmbcr, 
2. Establishment of IWG Procedures 

Administrative Memorandum, TdG/AM-8, prepared by IWG and distributed 
by the Exceutive Secretary, EDAC, throughout the HDAC structure, provided: 
(a) uniform progcdunes for the production and subsequcnt approval for 


release of IWG intelligence; (b) furnished a summary of current pertinent 
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instructions covering dissemination of cconoric defense intclligence to 
U.S. Government agsncics and foreign nationals; end (c) outlined proco- 
durcs to be follow.d in the establishinent of IG subgroups and in the 
production of WG reports, 
3. Lateral Field Dissemination of East-West Tradc Information 

At the request of the Chairman, EDAC Steering Group (now Excoutive 
Committoe), the ING undertook to coordinate the interagency preparation 
of instructions to field representetives for lateral distribution of 
current intclligence conecrning suspcetcd diversions of strategic com 
moditios to the Soviet bloc. It is understood that the Department of 
Defense will issuc similar instructions to its intelligence represcnta- 
tives overseas upon rcccipt of agrecd instructions to the Forcign 
Service covering State, Commerce and CIa. 
h. Intelligence Exploitation of Soviet Bloc Equipment 

The IWG distributcd to cach of its three Scrvice mombcrs, to Chicf, 
SOVLAT, CIA, and to the Dircetor of the Joint Material Intelligence 
Agoney (now Joint Technical Intelligence Subcommittee of JIC) a memoran- 
dum listing four gcncrel categorics of information about Soviet bloc 
equipment of significance to the IWG and the EDLC agencics, Coopcration 
of the Director, JTIS, was requested to insure that relovant analyses 
and intelligence prepared by his Agency were furnished to the ING. Such 
analyscs have been uscful in comection with the development of intclli- 
gence on the quality and composition of commodities and methods of produc - 


tion within the Sovict bloc. — 
- ll - 
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IWG INTELLIGENCE SUPPORT TO THE ECONOMIC DEFENSE PROGRAM 


ADMINISTRATOR OF MUTUAL 
DEFENSE ASSISTANCE CONTROL ACT 
(P.L. 213, 82nd CONGRESS) 


SECRETARY OF COMMERCE 
(P.L. 11, 8lst CONGRESS) 
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(ACEP) 
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OPERATING 
COMMITTEE (OC) 
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EDAC EXECUTIVE 
COMMITTEE 
(EDAC/EC) 
(, 7-9, 15, 16) 
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COORDINATOR 


TECHNICAL TASK GROUPS 


1 (SPI 


ECIAL - 
I JOINT COMMITTEES) 


EDAC WORKING GROUPS 


~ Construction and Mining 
Export Controf Programs ‘ Transportation 
reree INTELLIGENCE : : 
Application and Enforcement WORKING GROUP (IWG)} JOINT COMMITTEE Metal-Working Machinery 
Cargo Transport Controls : ON General Industrial Equipment 
Transit Trade Mera ners mesPonsiele 1.8) EXPORT CONTROL LEVELS Iron and Steet 
Economic Defense Programs . (JCECL) pete Metals 
and Policy Associate (7-10, 15-17) . an inerals 
: Members ‘ 1, 7-9, 15, 16) Chemicals and 
Decreasing Reliance . Agricultural Products 
Far Eastern Economic Defense Electronics 
Electrical 
Rubber 
PARTICIPATING AGENCIES 
NOTE: Dashed lines indicate flow . NUMBERS ON CHART INDICATE PARTICIPANTS 
of intelligence support from IWG 1. CIA 7. DEFENSE (OSD) 13. AGRICULTURE 

2. STATE (R) 8. STATE (E) 14. INTERIOR 

3. G-2 9. COMMERCE 18. MDAC 

4. ONi 10. TREASURY 16. FOA 

5. AFOIN 11... ODM 17. STATE (OMC} 

6. AEC 12. £X-IM BANK 
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